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i PROCEEDINGS 

- STANLE'i' .1. MtLEOD. 

: ihe iviiness. called for examinauon bv tounsci fur :he 
' plainiilT. and. after having been sviom bv ihe notarv. 
; was examined and lesiilled as Ibllows; 

; EXAMINATION BY C-QLNSEL FOR THE PLAINTIFF 

BY.MR. SELDON; 

Q Mr. McLeod, bo« are vou? 

A Good. 

Q For the record, "ill vou please "ht us vour 
full nanie. 

-A Sianley Jo.seph .VkLeod. 
■ Q ^"our preseni home address? 
! A 11015 Kenilvwinh A\enue, Garren Park. MarvLnd. 
'■- ZOR'Xi. 

Q And your borne phone number? 

A (.■50l)')4<)-3205. 

y >lr..Mi-Leod, before "ehe^in, let me just loll 
you one thing. It's possible as this lase ^oes on ih:it 
your appearance or participalion uould be needed later. ^ 
Basically two ways Ihis can be done, or actually any 
number ol' them. One is thai a process 



r can come to ^ 



1 l-N-D-E-X 

2 WITNESS 
5 STANLEY J. McLEOD 

: Coun^e^ for PlainiilT Mr. Seldon 

Counsel for Defendant .Ms. .Melnik 
b Coun.sel for PiaintilfMr. Seldon 

^ Deposition Exhibits 

5 1 AfTldaiit 

i^ 2 Word li,si ^6 

>-^ ? Discussion draft da:ed IO-27-(H l(| 

1^ 4 Memorandum dated Amust 16 ''()()4 from 
Bryan P. Saddler lo VVilliam \ 

5 Various e-mails 

f) Memorandum dated September 22, 2(104, 

i = _ from Richard Johnson to Sianley McLeod 46 

- "- 1 Memorandum dated Ocioher 1 3, 2(104. 
^ ^ Iroin Richard Johnson to Sianley McLcod 47 

S .Memorandum dated December 13,20(14 from 

- \ James A. Heist to D, Michael Beard 4') 
'-- ^ Memorandum dated October 24, 2(104, from 

D. .Michael Beard to James A. Heisi 33 



:ripi 



- your home or a agreed-upon place and .serve process u 

- you, subpoena. The second is. it'.s up to you. und 

- r will say that every other witness ever offered this 

^ chance agrees, ihai the United Slates Attorney's Office 

- could accept service of a subpoena for you. They would 
^ not be responsible for producing you. That would still 

be solely your responsibility. They could accept servic, 

- of a subpoena, if ynu would agree, untjl the litigation 
-' is done, if that's acceptable to vou. 

^ " hieh way would you rather have us do it? Home 

- or through them? 

- -A Home's fine. 

- Q Okay. ,Mr. .McLeod. I lake it yoii are presently 

- resigned from the federal government? 

- A Retired, yes. 

t Q Sorry. How long has thai been, sir? 

^ A Been reiired for tv>o ^ ears. 

' Q \ ou've heen employed since then? 

^ A No, 

- Q \our last position, I take it, was with the 
I Deparlnient of Housing and L rban Dei elopnieni? 

.A Correct. 



ei: 1- 
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1 Q Havt jou had anv business deiilm<;& wiih the 

2 Depuriment ol' Housing and trbun Devebpmcnl since > 



■3 A No. 1 haven'L 

- Q \\ hal I'm going ro do now, is — and vour lasl 

6 position \iilh HLD"as «hat, now? 

T A Director Technical Operations anj Planning 

c' Di\ision, 

5 Q \\hieh is part ofuhai? 

1" A PanoriheOineeofAiidi!, 

11 Q or the OiTice of Inspector General? 

1 2 A Correct. 

1 - Q What was the dale, appro\imately, that you lelt 

l-l that position? 

IS. .A When I retired in Januar\' '05. I believe. 

lb Q I'ni<-oingto j;ive you the ground rules of- 

1" A '(M.lbelieve-no.'DJ. I'm sorr>'. 

1 : Q Okay. I'll give you the llrst ground rule. il 

^ ■) hiippens during the deposition. There « ill be times (hat 

- - you willgicean ans»erand remember that it Has 
i 1 incorrect or remember that you tieed to supplement or 
i ^ " halever. I'm going to gi^ e you the chance today 

1 side. Ifweaskyou something today, or if »e ask other 

i peopk of !he HLD Office of Inspector General, if vie a^k 

i JOU inlormaiion, whether it hurts or helps HLD's case, 

-. one of the procedures »euse is deposition on oral 

- e\amina[ion. That's nhal we're doing here today. For 
■-- the most part, it's going to be me putting questions to 
' you, although ALSA Melnik. «ho represents the goicrnmenl, 
: has the right to put questions to jou as well. For the 
' purposes of my e^plaining what's going on, we're iuii 

11 When I put a question to you. 1 need you [o 

-~ answer honestly, candidly, accurately, under oath, under 

1; penalty of perjury, to (he best of your knowledge. 

-~. information, or belief. If I pul a quesdon to \ou, and 

i; >ou don't un(lers(and it. feel free to sai so. and I'll 

lo explain it. rephrase it, ask another question. If 

i" there's a iiord in the question you don'l understand, ^av 

- ^ so, and I'll either explain it to you. pick another one, 

1 r" or go on (o another question. 

Uhcn you give an answer, it needs to he 

w 1 complete, candid, accurate, and honest, and by (he same 

2: token, as I explained before, if at any point during (he 



1 wheneieryou want lo let us know thai. Whal wt need you 
r 2 lodo, atid whatvveinsiM that you do when you leave here 
-■■ today, is to have given the best answers you possibly 

'■ can. candid, accurately, honestly, your oath under 

-' penalty of perjury. 
Now I'm going (u go back and explain Ihe 

introductory ground rules lo you. Rick has promised he 

^ will not recite ihem verbatim nhile I do so. 
^ We represent the plainlin in This action, 

-■-' IMichael Beard, Mr. Beard Has and still is employed by 

11 Ihe Omce of Audil ofOIC, which is whal we'll probably 
-2 call the Office of Inspecior General. 

12 We are in the part of (he process which is known 

1 ^ as discovery. During the discovery process, each side 
1 ; has tbe opportunity to ask the other side for documents. 
li; information, whateverelse is relevant that they believe 
^ ' may help or suppon (heir case. Each side has the 

- - obligation when asked (o provide documents, information, 

- --' and whateverelse is asked for, whether it helpi or hurts 
-'-■ Ihe case. 
^1 When I say "side," you're not a party to ihis, 

- ^ but whether for parlies or not parties, what I call is a 

2 deposition you feel the need to change an answer, explaii 

- it, whatever. I'll gixe you the chance before you leave 
^ today to give us the best answer you can under penalty of 
■i perjury. 

: \ ou're required to answer questions to the best 

^ ofyour knowledge, in forma lion, and belief. We tend to 

use the following examples. If I say to you, Mr. .McLeod. 
: how many people are here in this room, you can look 
^ around and count and say, I know there are seven. If I 
-2 show you a memorandum, and you recognize il because of 
-i the form or the format that ir was in when \ou were t 
■ - director of technical - 
-2 A W'ecalkd it ihe TOP. 

^ Q Thatis the acronym. Technical Operations an£ 
: Planning? 
■-■ A Correct. 

MR. JOHNSON: J (hoijjiht i( uas Technical 
2 Ovcrsiiih(? 

THE WITNESS: I'm .-icrry. Ye.s. Tha( is correct. 
BY.MR. SELDON: 

Q II you recogni/.e a memo because of Ihc form, _i 

- can say. I recogni/o the forniat, (his is a memorandum to 
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1 so and so, maybe me from so and so. If I say lo vou. do 

^ you recognise (his document, again, if ii's something 

- based on your experience, okay, you need to •:i\elhat 
4 answer. If I say lo you, though, Mr. - ifl say lo vou. 

- Mr. McLeod, Hhal's the weather like outside, you can sav 
c well, «e can't see outside, but I n as outside ten minutes 

' ago: it "as a warm, rainy day in January, probably still 

" is, but if I say lo you, Mr. McLeod. how many cars are 

:• there in front of ihis building, you would say. that 

10 "ould be a guess. That is where you would stop. Ifit's 
1 i a guess or speculation, you don't gi\e us the answer, you 
12 shouid feel free lo say so. That's the only place you 

1 : draw the line. No place else. 

14 During the course of the deposition you may hear 

15 ALSAMelnik make objection. For the most part, your 

1 1 testimony is going to be taken over those objections. If 
you hear her make an objection, give us a minute or n%o 

- i 10 try to nork it out, because it makes for a much better 

-- proceeding and transcript. That's different from a 

-''- situation if it comes "here she instructs lou not to 

-1 answer. If she instructs you not to answer, don't answer 

-Z. unless and until she tells vou it's okav to answer. 



specify to the contrary for you, HLD, Department of 
Housing and Urban De\elopmenl, OIG. HLD OIG, Olfice c 
Inspector GeneraL all refers lo the HL D Omce of 
[nspeclor General, unless I tell you to ihe contrary. 
In your lasl position as director of TOP. n hat 
«ereyour duties and responsibilities? 

A We \i ere rc'^poriMiile for c\ er-eeing ihe a ark of 
ien reizional otiices, reMeMina drafts, reporrs. 
prciJiny comments on iho^e repons. those ,:ommt:nl-. were 
pro\iiled lo ihe inspecuir. Avsisiani Inspector General 
for Autlit Jim Heist, who pas.^ed the commem= an io ihc 
Jl^irict oft"ice.s. as ive cailed ihem. That uas one oTihe 

1 had several staff thiit re\ieweiJ repons and 
piov Idcil comments lo me. I re\ ieweJ those commenis. 
passed them alony 10 Jim Heist, who passed them aiofti; [o 
the district olUces. We also were responsible lor the 
semi-antiual repon lo C onyres.s. (he Olfice of ^adit pl:!n, 
and Olfice ol Audit policies and procedure-;. 

Q Let's lake some of these from the lop. lou 
nienlioned the oversight function of len regional 
(ilficts. There are in addilion. 1 know, in addition to 



There are probably going lo be other ground 
rules that I'll remember as »e go along. One I'le 
remembered now. this is not being \ ideoiaped. \\ hen voi 
give an ans»er. you need lo say yes orno; nodding your 
head or shaking your head, ii'i okay now, as tie're 
just - you're jusi nodding along viilh me and showing yo 
know « hat's up, but M hen it comes lime lo gii e an answe 
you can'l do it that «ay. You've goi lo say nhateier 

Do you understand the ground rules? 
A I understand. 

MR. SELDON; Karen, do >ou have anything you'd 
like to add? 

MS..V1ELNIK: No, Just remmdersot one voice at 
a time. Thai's all, 

MR, SELDON; Sorry. I grew up ,n New York. 
It's not a possible rule for me to honor 

MS. MELNIK- HopeCulK you can do better than 
someone else I know. 
BY MR. SELDON: 

Q Mr. .McLeod. in your last position «iih HLD GIG, 
and for the record today I'm going lo say, unless I 



the ten regional offices of H LD OIG. there are also 
several more office and headquarlers Office of Audit 
Did you perform the same funetions with re-jard lo theirj 
work as well? 



Ve 



edid. 



were hoi 



Q .And how many of 
in \\ ashingion. DC? 

A There would ha\e been the Headquaners Olfice 
.Audil and there would have been ihe Financial Audit, and 
those were the only two. I believe, in Washington. 

Q ^^ as there also an Information System Office, 
Systems Office or not? 

i the ihird oCtice. 



1 this position as direelor 



A 


■les. there w a 


s. That 


Q 


Did that also 


- 


A 


Thiitv^asalso 


part ol 


Q 


Charter? 




A 


Correct , 




Q 


How long «i 


re vou 


of TOP? 




A 


From the e.irl 


V WW 


peci 


IcJaic. Mvb 


St ^ues 


Q 


That's an est 


mate? 



;ure of the 
about '^4, 
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A \'es. 

Q How long were you the director? 

A 1 was the director - let me back up, 
Q When you joined TOP, I take it there was a 
predecessor? 

A The predecessor, the Office of Planning 
Developtiient and Research -- I mean Planning and Restarc 
Division. When I first came to headquaners, [ was in 
the Planning and Research Division- ! vsorked for Jim 
Martin. Jim Martin moved on. 1 look his position, and 
we later changed lo Planning and Research Division after 
the new IG came aboard. 

Q -Mr. Donahue? 

A Mr. Donahue, because il was more technical 
oversight, and we changed the division's name to TOP. 
That was probably in the mid "90s. 

Q .\s opposed to somttinie - Mr. Don:ihue didn't 
come until 2002-2003. somewhere in there? 

A Was it -- 

Q Susan Gaffney was IG until sometime in 2002, 
.May. Ifyou don't rememher, that's okai. 



Q That would haie been the semi-unnuat report 
equired under the IG.A? 

-A Thai's correct. 
Q The office - 

A Put an armual audit plan loeether. and we also 
:onducied. tried to conducl planning meetings three time.s 
! year with the regional ofike. 1 say region, 
iisirici. 1 don't know what ihe terminology is. 

Q We'll just call it regional. We understand 



Q And you Iried lo forget. 

.A .\nd I tried to forgei. 

Q Thai's fair enough. 

Would icbe fair to say that you were, until 
}our retiremenl. jou Here direclor ufTOP and coiiliiii 
had been the first director of TOP? 

A Fir.M director ofrOP. ves. 

Q .\nd vuu remained its direcior continuously unl 
you retired? 

.A Correct. 

^ou were succeeded by »ho. if vdu know? 



A Give 






Q Okay. Robert Guinn, di 

A Before that, when I left, o 



red. lea 
3 The 



!port you mentioned - 
Roger Nie.sen- 

The report la Congress. I lai 
innua) report? 






espon^ible for ihe report to ~ 



th: 



're not 1 '.' 

— it's truly il 



today you're not pinning yourself down, and 
pinning you down to that being the mean, 
anything in ihe field? 

A I'es- 

Q Fair enough. Office of Audit policies and 
procedures, what are those? 

.A Policies on audit report vKriting. Imw we were 
to - how repon,s are to be wriilen, how we are to report 
cost sav mgs. various policies to make the Ollke of 
.Audit consistent throughout the regions. 

Q Do you. sitting here today, have any 
recollection in nhich Region 6, while it was under the 
supervision of, Mr. Beard, issued a final audit report 



>as not written in accordance with the policies of 
the - I'm sorry, the policies of the Ofllce Audit, final 
audit report issued? 

.^ 1 don't recall any. 

Q I think you said ihey were policies and 
procedures. Do you recall an\ report that «as finally 
issued by Region 6 when it was under .Mr. Beard's 
super\ision that was issued, other than in accordance 
with the procedures proscribed by the policies of the 
Office of Audit? 

A I don't recall. 

Q None come to mind? 

A No. 

Q \\ hat I'm going to do, I'm going ro give you a 
copy oftheafnda\it you executed in connection with thi 
investigation of Mr. Beard's formal administration 
complaints, and what I'm going to do first is explain lo 
you first how this works. I'm going lo give one to the 
reporter to mark as McLeod Exhibit I in this case. 
That's the copy \ ou're going to be working from. I'm 
going to gi\ e a courtesy copy to attorney Melnik. N^'e'rt 
Soingto Mail until you both ha\e copies. 
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(Thereafter Exhibit I was marked for 
identification). 
' BY.MR.SELDOiN: 

Q Mr. iMcLeod. first and foremost, do you recogniy 
this document? 
A Ves. I do. 

Q W har is it, to your kno«ledge? 
A I was asked lo volunlarily put an afTidav it 
together about my recollection of our iniei^ction with 
' Michaer.s di^trici. Mr Beard's district. 

Q Would it be fair ro say you put this together 
from questions ihal were given lo you by the investigate 
in Mr. Beard's case, if jou recall? 

A I don't believe ihere w a.s any questions. I 
think 1 wa.s .old there uas a coinplamt. and I vvas asked 
in would put an affidavit together about mv 
recoileciion ofihe mieraclion we had uith Mr, Beard's 
region. 

Q Lei's look at paragraph No. 4 on page I. Sa\s. 
my orcjani/ation was required lo work with the various 
regional ofnces lo assure that ihe audit reports issued 
2 by the regions for headquarters «ere in full compliance 

J- and this is just a predicate, because if I'm «rong, just 
^ so you understand, my predicate as lo questions'^are nor 
- what counts. It's your testimony that counts. Ifmv 
= predicate's wrong, you can sav so. 

1 don't see in this sentence or elsewhere in 
^ your affidavit yoti staling that the slightest change in 

Region 6 reports were taken by .Mr. Beard as a personal 
' affront. Did you believe that Mr. Beard did take it as a 
■ personal affront? And by that we meant the .lightest 
.- change in his office's audit reports. 
'- A Did he .see it as a personal atTront. ! don'i 
:■ believe SO. 

Q That's the discussion - strike that. 

For esaniple. if the complainant's region used : 

opinionated terms in their audit reports, and we asked 
• hem to remove the language so it could read more 1 

neutral, they «ould needlessly argue for hours aboi 
Ihe language should remain in (he reports. 

First question, did Mr. Beard personally do 



with auditing standards. 

Do you recall a( any time « hen Mr. Beard 
head or HUD OIG Audit Region 6. any time that a final 
audit report was issued by Region 6 under his supervision 
•mpliance»ithOIGaud 



that was not in lull 
standards? 



call a 



Q -Nothing c 



Hind? 



'- ■'■ Q Noiv, as we go down in ibis paragraph, it says, 

- 1 Ihe slightest change in their reports, meaning, I believe 

- ^ if means .Mr. Beard's regional office reports - 

i 3 A Yes. 

1 ^ Q - were taken by the complainant's stall as a 

1 5 personal alTront on their credibilirj-. 

1 ' A\ hat I'd like you to do, elaborate for me. 

I ^ sitting here today, « ho you meant bv the complainant', 

-~- slalT. 

'- =■ A Wjlliain Ni\on comes to mind. 

-- Q Anyone else? 



A No. 



1 the sentence that vou did not refer to. 



how 



MS. MELNIK: With re.speel : 
MR. -SELDON: HimsdK 



whoni 



'- THE WITNESS: Did he personallv do ,he .r.>u,n" > 

- BY MR. SELDON: 

^ Q ^ es. .Needlessly argue for hours about how 

- language should remain in the reports. 

^ MS. .MELNIK: Specifically afaoui Mr. McLeod or - 

MR. SELDON: ,No, Im sony-', 
Q Lets go back. The game is to net a good 

(ranscript. This is an e.^ample of the lawyers working it 

out. 

It says here, for example, if the complainant's 

- region used opinionated terms in their audit report, and 

we asked them lo remove thp lino,. -jn..,. ii, — 

iiriiKiveine Mngu-igeso (he repon could 

read more neutrally, they, what I mean is, is Ihe "thev," 

does that include Mr. Beard? 

A Yes. He v^ould Typically he in those meeliniis 
wiih his subordinates uhereue would ha\eseveral 

Q And so you're saying, correct me if I'm w rung, 
thai Mr. Beard himself would needlesslv araue lor "' 
hours on how the language should remain?" 

A He certainly uas Mtpponmg his assi.Mani 
rcizional inspector generals. 
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taoe 2£ 

1 Q My first question, though, is. did Mr. Beard 

2 needlessly argue for hours about how language should 
-:' remain in the reports? 

"- A I dcin'l recall. 

~ Q \ ou don't recall him ever doing that, I take it? 

6 A No. 

Q H ho did you mean lo include when you said, "the-i 

S would needlessly argue for hours"? 

i* A They would be the folks ihai wcrked on ihe judii 
10 repon. because many ofthe>e repons we would ha\e 
I'- con\ersaiions. and hi.'; whole staff were in ihe room to 

12 discuss [he audit. 

13 Q Did .Mr. Nixon needlessly argue for hours o\ er 
1 ~- language in a report? 

■^ .' A He was a predominant one. yes. 
1 ^ Q Can you give me an example of when >Ir. Nixon 
needlessly argued for hours over language in a draft 

A Well, one example w ould be the CVR repon. 
" Q And you definitely recall .Mr. .Nixon arguing for 

1 hours, as you put it in your affidavit, about language in 

2 the report? 



1 houR.ye.s. 

Q Anyone other than .Mr. Nixon come to mind? Lei 

- me state the question, needlessly argued for hours over 

- terms in these reports? 

:' A There were others on the stalTthat argued o\er. 

'J whether il is for hours, i don 1 recollect. 

Q No one comes lo xnind? 
c- A No. 

' Q This is one of those limes, does anjone else 

1 '■ come to mind other than .Mr. Nixon? 
A No. 

Q Let's go 10 the next page. I guess I'll ask you 
1- first, because you'\e talked about the time this has 

- -- been. Vou gave a signature under oath at the end of 
-- this, if }ou want lo look. No. I'm sorry, alfirmatiim. 

- - I take it you did affirm this at the time? 
1^ A Uh-huh. 

-- Q ^'«u need to say yes or no. 
1 "^ A Ves. I'm so^T^■■. 

- Q Do you retail how this affidavil came lo be 
-I prepared? 

12 A No. I don*!. 



Pace 
:tings thai look place 



J- A 1 can'i recollect tbes. 

2 two and a half years ago. 

- Q Okay. But I guess what I'm saying is there's a 

^ statement here that he argued for hours. That's - I'm 

t talking about an argument lasting for hours. 

c A Many of Ihe meetings we iiad would be -- would 

~ last for hours. 

? Q Righi. .Not exactly my question. 

'~ The que!,tion here, as you put it here in vour 

10 affidavit, was that there would be arguments if the 

^ complainant's region used opinionated terms and asked ii 

-- be removed. 

1 - In other words, I understand you lo be talking 

1 - here about the removal of opinionated terms. 

13 .\ Correct. 

1"^ Q And the question is, ihey, which vou said 

1" included Mr. Nixon, when asked to remo.e the language, 

^■-- would needlessly argue for hours. 

- -^ Do 1 ou recall .Mr. Nixon needlessly arguing for 

-J hours over particular terms in a report? 

i - A Thi^ might have been many reports ai many 

■-- ditferenninies. but the argumenls :!ught ha\e taken 



Q Who "else, if anyone, was involved nk\\ you In 
providing this information? 

■^ No one else was invohed in providin;; this 

Q Paj^e 2, the end of para!;raph 4, page ;. 
A Correct. 

Q Whenever voure ready. Vou should alwavs fee 
free, if I direct \ou somewhere lo read, to read as niuc 
or as link as >ou like. 

^ou ^aid Mr. Heist was \er> aware of the 
resistance in my organization, meaning TOP. was recti 
from the complainant's office in our atlempts lo do oui 
job. 

Now. nrsi ofall. did >ou at an\ poini lell 
Mr. Heist that Mr. Beard was personally - 
A No.diJnot, - 
Q -resistant? 

\\ho did vou tell Mr. Heist, if anyone, was 

A I don't neces.sarily recall sjiv inn 
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Q Do vou recall telling him that there were one or 

more people in Mr. Beard's region. Region 6, that argued : 

needlessly for hours over terms in a report? Him being : 

Mr. Heist. * . 

A Mr. HeiM otVn sai m iliose meeijngs whtre we ; 

disuussed reponi;. j. 
Q ^'ou mean in meetings with the Region 6 staff? 

A Correct. ^ 

Q Did you ever hear him in any n{ those meetings i 

say to Mr. Beard, your subordinate is arguing too Ion"".' i : 

A Not 10 my know ledge. 1" 

Q Did you e^er hear .'Mr. Heist say to Mr. .\i.\on, i; 

this has gone on long enough, we need to move on? 1 ; 

A I don'l recall. ■; : 

Q Did you ever hear Mr. Heist say anything like i !! 

that in sub or subsiance to any other of .Mr. Beard's 1 f 

subordinates? i - 

A Nof to m> recollecijon. 1 ; 

Q ^^ as there any final audit report, to jour 1 ? 

knowledge, that TOP had agreed should be issued that L 

Mr. Beard. .Mr. Beard or his orfice. did not issue? 1 : 

A Rephrase ihai. t; 



Q Ves. I think you talked a moment ago about, on 
a different subject, audit reports that «ere issued by 
the regional offices after review by TOP. .lust framing 
it for jou. that's not a question. 

A Correcl. 

Q Do you have any recollection in any instance in 
which Mr. Beard's region, which would include him. did] 
not issue an audit report that TOP had wanted issued' 
Let's sav - 



A 1 don 


undersiand. 


Q Let's 


strike it and start again. 


Is it CO 


rrect to say, sir, that TOP had approved 


idii repor 


s for issuance or not? 


A That's 


incorrect- 


Q How 


rtould we make that correct, ifyou can do 



A U e provided comments lo Mr, Heist. 



Q 

issuai 



Then it V 
ee; is that. 



s up to him to approve 



s for 



correct? 

A That's correct. 

Q Are you aware of any circumstance in which 
Mr. Beard's region, which would include him, did no 



issue an audit report that nas approted for issuance bv 
Mr. Heist? 

A Thni I can recall. 

Q Do you recall any instance In «hich .Mr. Beard's 
region, includini> Mr. Beard, issued an audit report that 
Mr. Heist did not approve for issuance? 
A .'^^oiihai I can recall. 

Q Can vou recall any instance in «hich Mr. Beard's 
region, including him, look any official action un behalf 
of the Department of Housing and Lrban Development thai 
nas not approved by .Mr. Heist? 
A Nonomy kncuiedye, 

Q And I guess probably what Mr. Johnson would like 
^"- me (o be clear about, Ihisis all to the eMenl of v our 
-: knowledge. I take it. as opposed to ihe ultimate universe 
of actions? 

A Thai's correcl. 

Q Do you know of any circumstance in « hich 
i '^ Mr. Beard's reijiun. including Mr. Beard, issued some 
anion or on behalf of Ihe Department of Housing and 
Urban Development that was not approved by Mr. Heisi? 
.\ I ihink you jlready risked ihnt guestion. 



Q 1 think I said - I asked first, did you know of 
any official action they did not take. .Now I'm asking 
did Ihey take any action that had not been approved by 
Mr. Heist? First one was did Ihey fail to lake any 
official action, and this one is did they take any 
official action without .Mr. Heist's approval, where it 
was required? 

A N'otlomy knowleds^e. 

Q Now we'll go back and talk about the issnanc 
nonissuance of reports. 

Were you aware in the ordinary course of 
business of all the audit reports that viere issued bv 



egions? 

A Ye 



. I vva- 



eofthe- 



itthat. 



Were you a 
Too long a question. 

Paragraph 5. the prnhlem as i saw it, vou begin, 
" hat problem were you talking about? .\gain. for the 
record this is in vour affidavit. 

A The problem m geiiinj' audit repon comnienls 



Q \\ ere then 



other problems v 
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L A These are problems wiih llie audil repon. 

: Q I'm saying Ihe problem »ith getting the audit 
- reports- I may have misunderstood. 
i The problem, tell me in your on n words n hat you 

; were rtTerring (o as the problem. 

;■ A We would gel repons from llie region. ' 

" Q Presumably in draft form? 

? A Draft fonii iliai would liave comments on Those, 

> and iliere would be araumenis ihai ue \\ere \\rong. and they ' 
'J v\anted to issue the report. althoui:h we felt that .some of I 

1 Ihe audits did not meet our audii policies. i 

2 Q .^ything else you were describing as the 1 
5 problem? 1 

14 A The problem was only in relation to audit 1 

repons and the comments. I 

Q .A.nd you said that they did not meet audit 1 

policies, is that it? - 

A Standards, - 

Q Were there any times, to your know ledge, any 1 

audit reports issued by Region 6? - 

MS.MELMK: Dovoumean final or draft? 2 

MR. SELDON: No, Issued can only mean final 1 



\\ hich audits, if any, was .Mr. Beard not 

knoHledgeable in terms of (he facts? 

.A I'm not sure. I don't know that 1 can answer 

ihi^ question two and a half. lv,o years later. 
Q .-^ny come to mind? 
A There was a few audits that v. ere ouisiandini^ 

when 1 left, one being C\"R. There were problems on other 

audits, but I don'l recall all ihe deiaii.s. 

Q \\ hat did you do in terms ofgetting ready for " 

your deposition today? - 

A I met with Ms-Melnik and-- ' 

Q Don't tell me what was exchanged between you — 
.A Noihirt!! wase\chan!!ed. - 

Q No. 1 meant «hat was discussed. Bui it is all : 

right to say that you met with somebody. Did you meet J 

with anybody else? 

A No- : 

Q To your kno« ledge, w hen Region 6 was under 1 

Mr. Beard's supervision, were there any audits that wen- ^ 

not supported by the facts? 

.^ Not to my knowledge. i 



5 MS. MELNIK: Okay, 

; BY MR- SELDON: 

1 Q Let's try it again. 

- Are you aware of any audit reports, meaning 

^ rinal ones, issued by Region 6 that were issued that did 

not meet OIG audit standards? 

: A Not to my knowledge. 

Q .And do you recall aity circumstance in which they 

J were directed to issue an audit that did not meet audit 

i standards? 

2 A I don'l understand the queslion, 

2 Q \\ ell. someone could have said, I'm not saying 

-J ihey did. this is an e.vample, someone could have said, 

S well, it doesn't meet our standards, but lei's get it out 

^ ofhereanyway. .-Anything — 

A No. 

5 Q Okay. Which audits, if any. did Mr. Beard, was 

> Mr. Beard not as knowledgeable of all the facts of — 

strike that. 

i W hich audits, if any, was Mr. Beard not as 

2 knowledgeable about the facts of audits? Strike that. 



Q Were there any that they were ~ strike that. 
\\ hen. if ever, did you bring to .Mr. Heist's 
attention that .Mr. Beard was not knowledgeable about 
facts of audits? 

A I don't recall. 

Q .Nothing comes to mind? 



Q Do you recall Mr, Hei 



r comnieniing that ti 



A No. 

Q Do you recall ever being in a meeting v*ith 
Mr. Heist in which, and by this I mean and with the siaf 
thai he commented, not to you. that .Mr. Beard was nol 
knowledgeable about the facts of audits? 

A No. 

Q Do you recall being in any such meeting with 
Region 6 staff in which .Mr. HeiM stated that 
complainant's staff was not knowledgeable aboul audits 

A No. 

Q We need to go back for a minute. 

These meetings that Mr. Heist was in. oiher than 
and you Mr, Heist and the Region 6 staff, who else, if 
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Fags 34 
anyone, would be in those nieelings? 

A Tlie lechnical expert on my slalf ihal would ha\e 
reviewed ihe audil. 

Q Anyone else? 

A Typically be. that's all ihere would be. myself, 
ihat person, and Mr, Heisl. 

Q Nol Mr. Phelps? 

A No. 

Q NoM lei's go back a lillle bit. 

Do you recall in any of these meetings, as 
you've described them, technical expert on your staff 
saying that Mr. Beard was not knowledgeable about the 
facts of an audit? 

A I don't recall. 

Q \'ou don't recall that happening? 

A 1 don'l recall. 

Q That's one of those tricky answers that a 
transcription doesn't come out rigjit. ^ ou don't recall 
that bappening, I guess? 

A 1 can't remember. I canl remember. '. 

Q \ ou can't remember an example. I take it? ^ 

A No, ; 



Q Do you recall a technical expert on your slatT 
^ver saying in one of these meetings to Mr. Beard that 
our staff needs to move on and should not be so 
irnumenlatrve? 



- Dor 



:M. 



Q You don't recall any instances? 

A No. I don't recall. 

.MS. .MELNIK: I ju.si want to be clear. Ma\be 
everyone is except me. If you could ask him if he 
I doesn'l recall because none happened or because he iiist 
can't recall an in.siance as he sii.s here today, but he 
knons it happened. 1 don'l know which is the answer to 

■ that question. 

MR. SELDON: Well. I think 1 did in my own 100 

■ yards, but if he can clear ii jp. he can. I asked him tf 

■ he recalled any instances, whether it's because he's 
sitting here today or whether it'.s because it didn't 
happen. You can ask to >our saiisfaction. 

MS. MELMK:: Okay. 
BY MR. SELDON: 

Q Do you recall there being an issue coming up in 
connection «ilh the Housing Authorilj ofNew Orleans c 



the H.ANO audil ahijui there being certain language in thai 
draft report by Region 67 

MR, JOHNSON: I think you're -oin^ to ha\e to 
clarify the audit by sharing it. Because H.-^NO. there's 
dozens of audits. 
BY MR. SELDON: 

Q I'm going ro giie >ou a copv. it's so 
voluminous, bur I'm going to giie to>ou the audil. It 
is a draft dated Ociober \X. ;00J. \ ou can use this for 
recolltclion. 

Dovou have any recollection either wa\ of there 
being an issue about the use of certain «ords? Do you 
understand? 

A 'I'es. I do, 

Q And did >ou at some point either have someone on 
> our staff, or did someone on vour staff come up niih a 
list of questionable words that were in the audit? 

A Ves. that did happen, 

Q Show vou Exhibit 2 and ask if ^nu can identify 
this. 

(Thereafter Exhibit 2 was marked for 
identillcaiion). 



'- BY .MR. SELDON: 

Q Do you recognize this list? 

- A Yes. 1 do, 
H Q What is it? 

- .A We received the draft repon of CVR .Associates. 
*; Q That's the HANG audit? 
" ,A That's one of the many HANG, 
; Q .No. We called it the H.A-NO in the record, so 
^ when you say C\'R. it's the same. 

1 A Okay. 

-- Q Go ahead. 

-- ,A 'Ae recei\ed the draft earlier, and provided 

13 comments on that, our audil policy requires that audit 

1 -. reports be neutral, and the draft came back for the 

1 5 second ame. and it contained w hat we thought were ma 

'--: biased words or phrases. The region. Mr Beard's staff 

1^ felt that lhat was not the case. ,so we made a \i-.x. 

I'- Q Okay. And tliallist is Exhibit 2? 

1 :-' A Correct. 

-0 Q Prior to the time thai Exhibit: «as compiled, 

il how many ofihese biased words or phrases, if you recall 

■2 any. were brought to the attention of Mr. Beard or his 
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Staff? 

A 1 don't recall Ihai we i;ave them specifics. We 
' did let them know that the repon was full ofbiased 
words and phrases. 

Q Was this list prepared, if you recall, at the 
request of Mr. Beard? 

A .No. it was not. 

Q How did it gel - 

A Let me correct that. I don't recall. 
' Q Do you recall either way whether (his list was '- 
ever given to .Mr. Beard? 1 

A I would have to look at the e-mails to see 1 

whether this was transmitted to them. I do not know. 1 

Q What Mas the purpose of this list? 1 

A So the region could understand that there was 1 
bias in the way the repon was written thai violated our 1 
policy that reports be written in a neutral tone. 

Q In other words, this list was a list of specific 1 
examples? ■■ 

.\ Correct. - 

Q This w as, as you understood it. to be given to ^ 
the region? 



11 (Pages 38 to 41) 



- A I don't knoM. 

- Q Ler'sgoon. 

-- A li adds noihina to ihe repon. Thar'.^ one of 
i ihe rea.^Jons vie commenied. 

Q Let's put E-Vhibit 1 aside. It's a good idea to 
:■ gi^e the ollicial copies back to the reporter. This is 

■ E.thibiti. 

A Okay. 

Q That will come to me. That's jour courtesy 
J copy. E.\hibit 2. 

1 «ho is Mr. John Cnf;ro«ski? 

: A He's one of my Starr. 

: Q Thatnould be one of your technical experts? 
! A Correct. 

-' \\ as he working on the HA,\0 audit that we'^ e ju- 
; been talking about? 

■ A Yes. I believe he did. 

Q I'm going to show ;ou a copy of the document, 
' "hich I'll ask r« have marked as .McLeod Exhibit 3. 
(Thereafter E.xhibit 3 was marked for 
identincation). 
BVMR..StLDO!\: 



A Correct. 

rt ho, if you know, was responsible for preparin- 
this list? 

A Who was rcNponsible on m\ staff.' 

Q Ves. 

A I don't recall. 

Q Okay. Let's take a look on the right hand 
toward (he bortom. and you've got the audit in front of 
you, ifyou "ant ro refer to it; unfortunately, they 
charged me by Ihe page for copies. 
'- i A Right. 

- - Q Got a reference in here that there's a biased 
1 ^ term. ".Ms. Hill's boyfriend." page 52 and 53 mice. 
'-^- A Right, 

^- Q Why is that a biased term? 
'-■:■ A Idont know that, if you have a bo> friend or 

- g'rifnend. that's only your deci^ion as to whether vou 
'-- lia^eaboyfriendorgirlfnend. Who Js to .say that thai 

- •' w a,s the ca,se? That was supposition. 
Q Do jou have any way of knowing one w ay nr 
: other whether Ms. Hill described ibis person as her 
~ boy friend? 

Q Is Ihis a document thai jou recogni/e? 

: A Specifically no. Uion'I recognize ihi.s 

- document. This is the way the process ivouid uork. thai 
-■ ihey would send ihese comments forward lo me in this 

- Q So let's just define a few orher terms. I'd 
appreciate it. Is this in the form on the lop of this 
document in which e-mail was scnl wiihFn HLD OIC. 

■ specillcally your organization? 

A Correct. 

- Q And > our name is then one that appeatr in the 

- (wo assigned lu this e-mail? 
' A Correct. 

-■ Q \ow. what is Ihe function of a document such as 
: this? 

A This is a document that I would receive .inJ 
review and pa.ss (hese comments forward lo.lim Heisi to 

■ na.ss to the region, 

' Q So this is. I lake rl. this is a document thai 

' you .vould review and Ihen transmit forward to Mr. Ilei, 

A Correct. 

Q nhal is the purpose of such a document or what 
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Page 4 2 
are the purposes? 

■ A To point out i;hanges required in the repon in 

! order for it to meet our audit policies and procedures so 
it can be issued, 

Q Are reports - not reports, are documents such 
as Ihese, McLeod Exhibit 2, as a matter of business 
practice — 

MS. MELMK; 3. 
BYMR. SELDON: 
' Q 3, Exhibit 3; shared with regions »hose reports 
- are being considered your organ izatioti? 

■ A Generally it would be the case, but I don'l Icnow 

i specifically on this matter. ; 

U ouJd it be fair lo say that the standard 

I business practice would be to provide copies of such ] 

' discussion papers to the region whose reports, draft j 

reports were being considered? i 

A Thai generally was the case. My staff worked i 

directly with the folks in the field lo discuss the audii 1 

report in putting these commenls loeeiher. 2 

Q ^^ as that the standard business practice? 2 

A That was. \ es. 



arose, to 5e€k an opinion. 1 mean that in no particular 
: sense, from the office counsel? 
' A We often use the office of counsel. 

Q To your recollection, was there anvthin" unusual 
or out of the ordinary about seeking an opinion from the 
oflice of counsel in the AOR? 
A Unusual, no. 

Q Hold on to that for a second. We mav need it. 
I don't know that you will, but \ouniinht. 
; A Okay. 

Q I'lfg 

E.\hibit.|. 

(Then 

Jdeniiricaiion). 
BV:\TR. SELDON: 
I Q Is this a document that 

(W hereupon a discussioi 

the record). 

(Thereafter E.\hibit 5 was marked for 

identification). 
BV MR. SELDON; 
Q Mr. .McLeud. do you recogni/e this doci 



Q Here we have a general comment, TOP support: 
- actions recommended in the report. Or they're clearlj 
' supported by criteria, et cetera, etcetera. 

Do you recall, did you understand this to mean 
that your organization recommended issuing a report, a 
draft audit report with findings or no? 

A .-^s 1 read ihi.s statement, if ihe recommendalions 
are made in Ihe report, they should be ^uppo^ed by 
policies, procedures, and laws thai have been \iolu(ed. 
' Q That's fair. 

The next paragraph says, as requested, a copv of 
Brian Saddler's legal opinion on questions concerning Ihe 
■ report is included. 

What's that all about? 
A Ai limes when ihere's le^al mailers in the audil 
reports, we would ask our counsel lo opine asiovvheiher 
the cntena that's being used is proper or anylhing that 
ihey could help us in impro\ ing the qualify of ihe audii 
report. 

Q W ere there any lawyers on your stafl? 



A No. 



It of (he ordinary, when legal questions 



e'll call it McLeod 



TE.\hibi(4Has marked for 



-A \o, 

Q Do you recogni/.e il by ihe form, though, or bv 
reading [he conlenls? 

A I Jon't knou ihji l\ e ^een [his Jocumenl. 
Q Let's give Mr. .McLeod ihe document thai Is 
iio«-no,the- 

THE REPORTER: The oneiha, was marked 4 and n 

MR. SELDON: "t'es. 
Q Is there a document that you recognize either in 
substance or in form? 

^ I '^a^n't in\oKed in Lhis Jociimenr. I can onlv 



ou recogni/.e. : 
was held off 



-•'- Q ^'ou are on Ihe circulation lisi? 

i- 5 A -t'cs. 

- '^ Q There's a reference here. I believe this comes 
1 ^ Ironi the nole that's actually w hticn by .Mr. Beard. 

- - lalking about there had been some conlact m ith CS.4 abuui 
1 ^ applieabilify ofcireular A-126 I« Ihe HA^O audii. 
^'J I'm not asking if you know about that. I'm just 
-1 asking if you see - 
2- MR. JOHNSON: No. 
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Fags J 5 

1 MR, SELDON: Wronu one? 

2 MR. JOHNSON: Yeah. This isn't HANG. 
5 MR. SELDON: Pertainmg to iJieaircrafi. 

' Q Anything ring a bell? 

■■■ A 1[ would be a yuess. Ii happened ^e-v eral vears 

J ago. 

Q Vou don't need lo guess. Lei's go on. You can 
'■ put thatdoun. 

(\A hereupon a discussion was held off 
'■' the record), 

1 MR. SELDON: Let's have this marked as Exhibit 

: 6. 

' (Therealrer Exhibit 6 wa.s marked tor 

! identification). 

' THE WITNESS: I remember the document. 

) BY MR. SELDON: 

Q What is it? 
' A Thi.s is a document w here there was some leual 

issues in the audit ofihe San Anionic Housing Auihoriiv, 
' and we felt thai ihere was some legal issues that needed 

to be resoh ed. and ^\ e asked OGC. our izeneral counsel 

siaffto look at it. 



- right-hand corner of each page, just write the page 

- number and circle, so we may be on the same wave len:;i 
':■ A I.Marks on exhJbh). 

' Q So the lasi page is what? 
; .A 6. 

Q Ler'slookatpage6. 

fn conclusion, part of it, it says, after 
^e^ie^^tng the audit and Ihe relevant audit work papers. 
' He haie changed our earlier opinion. 

Now, Ihe "He" there is the oflice of lesal 
; cotinsel. 1 takeji? 
; A I believe so. 

Q So what's - what is this talking about, alter 
■ review ing the audit and the rele\ ant audit work papers, 
«ve have changed our opinion? Tell me what that means. 
' A lean only presume uh:i(ilmt.:.ns. 

Q \ou make that presumption based - tan you make 
that presumption based upon >our understanding of 
1- business practices at OIC? 

.MS. MELXIK: Object. Thm calls for 
speculalion. Doc um en t.s speaks foriLselC. 

MR. SELDON: Thafy whv I'm a.^^kinu jfhe has anv 



1 Q This was an audit that was prepared originally 

- or drafted by Region 6? 

3 A Cotrect. 

■5 Q L'nder .Mr. Beard's supervision? 

■^ A Ccrreci. 

^ Q Anything out of the ordinary in asking for this 

■ opinion from the IG's office of legal counsel? 

'^ A No. 

" Q Okay. Put that aside. Let's have this marked 

-0 as E.vhibit 7. 
^ 1 (Thereafter Exhibit 7 was marked for 

identification). 

13 BY MR. SELDON; 
'^ Do you recall this document, sir? 
-L = A After we receii-ed (he original commenis from 

-fc Mr. Johnson, we pa.s,sed it along to ibe region. We asked 

-!- ■ Uie regmn to gi\e us a second draft, and ihey did. and 

^ : « e asked Riirk to look at those, and ihen he provided this 

-; J document. 

Q Solei'slookai the last page, which is 

ji unnumbered, so what I'm going to do is start, I'm goin, 

-- 10 ask >ou. because we have it in the record, the lower ' 

- reason, oiher ihan reading this, 

; THE tt ITNESS: It would mean between this draft 

: and ihis draft ihey provided addiiional information 

-- BY MR. SELDON: 

= Let's stop right there. W ho dij you mean by they 

^ provided? 



Q Is that unusual in the a 

A No. 



rt process? 



J Q Okay. Now let's mark as E.vbibit 8. 

- (Thereafter E.\hibit 8 was marked for 

- identification). 
BY .\IR. SELDO.N: 

Q Do you know what this document's all about? 

A This is an audit resolution document. 

Q W hat does that mean? First of all, let's start, 
this is once again about the same San .Xntonio Housing 
-Vuthohty that we talked about in E.vhibil 6 and 7' 

A Correct. 

Q ^ ou say an audit resolution document. « hat is 
an audit resolution document? 
^A^udii resolution documeni is «hen the auditee 
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responds lo the recommcndaiion, ihey either accept them 
or rejetl them — 

Q Auditee being the person or entiiy being 
audited? 

A Correct. Tliere's \arious documents ihal float 
back and forth and discussion of those recommendations 
and resolution of those problems. 

Q Now. Mjih This documeni, iMcLeod E.ihibit 8, first 
of all, this is sonielhing Mr. Heisi issued, although it's 
signed by Mr, Phelps as deputy? 

A It was probably the way that they — 

Q Do you reeogni/.e Mr. Phelps' signature? 

.A That's his signature, yes. 

Q It says, after further review and discussion 
with program staff, we've decided to accept Public & 
Indian Housing's position, el cetera, et cetera. 

First of all. I take it Public A Indian Housing 
or PIH is one of the program offices within the 
department'.' 

A Correct. : 

Q Okay. So how does this get to be discussed and ; 
revie«ed with the Public & Indian Housing, just if vou ; 



- of your referral? 
2 A Correct. 

- Q Does that mean, to your understanding of 

■i standard business practices in that office, Mr. Heist's 
; olfice agreed with the premise of Region 6. Mr. Beard's 
^ region — 

A We auree -a iih the premise of spending 
' development dollars lor projects. 

- Q Or there was essentially no >vay to proceed? If 

- I'm wrong, just say so. 

i- A This document is saying :hat you ha\ en'l made 

- [he case that funds were .spent w hen ihey knew of the 

- problems with the project, ihe site, problems 'sirh the 
4 projeci site, 

Q Is that because it was impossible to determine? 
■"-■ A h was impossible to determine what was in their 
■ minds ill ihe lime ihey approv ed this project. 
V Q No«. this process, and you can look back if >ou 
1? like, as far as you like, but if we're looking jus< as 
E.ihibits 6, 7, and 8. these particular phases of it. Ihis 
review process went on for three months? 
A Uh-huh. 



could explain the process. 

A In order for those funds to be recovered from 
the Housing .Auihority headquarters. Public & Indian 
Housing would have to take action. 

Q I see. The programming office would have lo 
recover Ihe money, is that the idea? 

A Yes, 

Q What does this refer lo, ifyou could put that 
into context? 

A That they provided adequate documemalion lo u; 
that we would accept those costs as being reasonable, 
allowable is the word. 

Q Because it would be up to them to collect? 

A Correct. That those costs were allowable. 

Q Now, at the bottom on from .Mr. Heist, it says, 
we agree with the basic premise of your referral. 
What does that mean and refer to? 

A Tliat would mean that they're referring these 
recommendations lo ihe next level in the audit rescluiioi 
process. They referred it to. basically referred it to 
the assistant secretary for resolution, 

Q And this being we agree w iih the basic prer 



Q 

A >-es, 
Q Is ih. 



need lo say yes or n 



k'thing unusual about that? 

A I'm not sure u hat you're asking, .A.udit 
resolution processes can take si,\ month.s or more. 

Q Why is chat so? 

A Ai Ihe ileld level ihey have 120 days to lake 
action on the recommendations, and that would be referr^ 
in to here at that point in lime — 

Q Here meaning in town? 

.A Here in headquarters for funhci resolution, and 
1 believe they were required to get concuirence on the 
recommendations, at lea^t by - I don't recall ihe lime 
frame, but there was a certain time frame that the 
recommendations were to be resolved, or ihev would be 
reponcd in the ,semi-annual repon to Congress. 

Now let's hav e you take a look at. this is one I 
forgot or neglected to do, now to McLeod Exhibit 9. 
(Thereafter Exhibit 9 was marked for 
identification). 
BVMR.SELDON: 

Q Do you recogni/e this document? 
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Page 



Yes. 



■ Q What is it? 

- A Tliis i,s Mr. Beard's response to one of ihese - 
! Q Exhibit 7? 

A The exhibits thai — 

Q Just take a look and see if it's in response to 
Exiiibit 7. the second legal opinion, or did it come into 
the process after Exhibit 7, the second legal opinion. 

A Withoui reviewing ihese documenis in deiail. I 
^ can't say for a iatt. It's lil;ely a response to earher 

- comments, 

- Q Okay. So we're talking in the first paragraph 

' here, this memo from .Mr. Beard, that there was a legal : 

■ opinion that >vas obtained in response to the original 
reference to headquarters on August 24th. 2004. 

' -A Correci. 

Q It was then a legal opinion, the first one by ] 

counsel's office, and then it says. Region 6 disagreed 2 

with the conclusions of that. 2 

Do you see that there? : 

.A Correct. - 

Q Anything improper, wrong, or inappropriate by 1 

P^Q% 5 6 
Q When you prepared this statement, let's talk 
about, for example, what was up in paragraph 4. various 
alleijarions in paragraph 4, do you recall whether you had : 
available to you at that lime and relied upon notes of 
pariicular or other recordations of particular mcetin-s 
or conferences or audits? i 

-\ What wa^vour quesrion attain.' 

Q Ves. Do you recall in preparing this affidavit, -, 

in particular paragraph 4, if you had available to you '- 

and relied upon notes, recordanons, or anything 1 ! 

idits? 7 

in No\eiTiber. ■; ; 



L Mr. Beard, his region, or his region doing that? 
A No. Nothing wrong with thai. 
Then it says, counsel was provided a second 
opinion that changed ihe first one. 
Do you see that? 
A L'h-huh, 
Q ^ou need to say - 
A ^■es. 

Q \\ uuld i( he fair lo say ihat this «as part and 
) parcel of the review process that went on at TOP for 

audits drafted in the region, in regions? 
■ A it wasunusual ihat it would !>eitoa leaai 

opinion, bu! yes. it was normal lo ha\e that Jiscu.ssion. 
Q No« let's go back lo .\1cLeod Exhibit I. Once 
again we're rererrirg to. it's called an afnda\it ihat 
you afllrmed in connecrion nilh the investigation in 
Mr. Beard's complaint, administraiii e complaint? 

NoH, if vie look at the one. i«o. three, four, 
fifth, and six lines do«n from the lop, you affirmed, 
solemnly swore that ihis staiemcni. your statement ma' 
used in e\ idence. With me so far? 



A Correci, 

Q \\ hal review, if any. of aerions of other 
regional offices did you conduct in preparing this 
affidavit? 

A This affidavit was prepared based on my opinio 
as of (hat date and lime. 

Q Did you or did you not go back and review 
particular draft audits from other regions? 

A I re\iewall drafts from all regions at all 



involving particul; 

A This vvas wr: 

Q \es. 

.A .And at that lime we vicre i^niolvcd in ,se\eral 
omsianding audit issues whh the rejijon, I don't recall 
the paniculars. but that's uhat cau>ed me to write what 
I. said here in the affidavit. 

Q Let's look at page 2 of. last line parajjraph J. 
My organization did not receive this same kind of 

In other words, from Region 6. from the other 
regional offices? 



them 



My question was did you go back and review 
1 in preparing and signing this affidavit? 

i A No. 

^ Q Now. one thing that I'm going to try and work 

- with you here lor a minute, is ihis affidavit was signed 

-:' -November of 2005, just over a year ago. 

^ A Two years. Two years and two months, 

Q No. I'm not an auditor, but I feel relatively 
' confident this was one year and two months ago. 
' A I've been retired for two year:;. This was 

written when I «as working here. You're nghi, li does 
■ say '05, I don'l knov. 
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Page 5 3 

1 Q Is that your handwriiing in '05 below jour 

2 signalure? Let's put it this way, thai is your signature 

3 on page 2, or is it not? 

4 A This? 

5 Q Is that your signature on page 2? 

6 A Page 2 ol" what? 

^ Q I'm sorry. Page 3. 

S A This beiny pai;e 3? 

S Q Yes. 

A No. it isn't. I believe ihese documenis are for 

1 ihe wrong -- 

2 Q Let's go through what we've got. The first two 

3 pages are statements that you gave',* 

4 MR. JOHNSON: i ihink it did happen in 'Of. 

5 because he didn'l file until March '05, 

6 MR. SELDON: Let's just go off the record. 
"^ (Whereupon a discussion u as held off 

£ [he record). 

5 BY .MR, SELDON: 

Q Take a look at the third page again. Is that ; 

1 your signature'.' ; 

2 A No. it's not my signamre. Well, who.-e : 

A No. It's not my .signamre. 

Q But at least there's no doubt thai the first two 
pages are your statement? 
.A. Correct. 

MR, SELDON: Lei's go off the record. 
(Whereupon a discussion was held aff 
ihe record!. 

(Pause in proceedings). 
MR. SELDON: Karen, go ahead. 

MS. MELMK: Okay, 1 

E.XAMINATION BY COUNSEL FOR DEFENT)ANT 1 

BYMS. MELNIK; i 

Q :\Ir. McLeod. do you recall .Mr. Seldon asked you :i 1 

tot ofquestions about whether or not Region 6 ever I 

issued a final audit report that was not in line with Z. 

procedures and policies, el cetera. Do vou recall him 1 

asking you a lot of questions about that? 1 

A Yes. he did. -_, 

Q Briefiy. «hat's the process with respect lo what 1' 

the region would first submit 10 headquarters «ith 1' 

respect (o an audit, say a draft audit? Destribe that 

process for me. if you can. 



Page 

- signature is thai'.' Looks like an L. No. This is not m\ 
■ signature. 

i MR. JOHNSON; Did you send this by e-mail to 

someone? 

MR. SELDON: But he's initialed the first two 
' pages, unless that's a J. McLeod, It's somethinL' 
J. McLeod. 

MR. JOHNSON: Do you remember \\ riling this? 

THE WITNESS: I remember wriling this, and i 

) might be something that somebodv asked me to write 

- BY MR. SELDON: 

' Q Mr. McLeod. is it correct that on Ihe first two 
' pages the initials in the lower right-hand corner ar 
'■■ yours? 

A I don't think they're my initials. Ii's SJM. 
'■ but - 

Q To the best of your recollection, are these 
first two pages your statement? 
-A It is my slaiemeni. 

Q Okay. So now let's look at the fourth page, 
it's the sigfiature, seems to say S.J. McLeod: is that 
your signature? 



-A. The process is they would submit a draft repon 
ihai had been ihoroughly rcieucd by the regional 
manager, and thai would be iheir first draft, which we 
would review, and generally we uould provide comments, 
and for the most part things were not substaniial 
comments for most repons, and they would be asked to go 
ahead and issue the Hrsi draft. They would issue thai 
hrsi draft, get comments back from (he audiiee. and then 
we uould re\iew that, and they would issue the final. 

Q Now, what, ifany. in that process, whai if 
any - what were jour concerns with respect to Region 
in terms of thai process that you just described? What, 
ifany, problems or issues « ere there with respect lo 
Region 6? 

A There were a few repons w here we received 
drafts, and we had serious problems with the draft that 
may have made reference to a uron'iOMB circular, orihet 
may have been commentary on there that was not neutral. : 
number of issues, which we would send back lo ihem. say, 
you need to take care of these issue.s, and it would 
become an arduous process of going hack and Ibnh and 
trying to resolve ihose issues, because ihere was a 
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relucmncy lo make any changes. 

Q Lei me ask you this. Once TOP made comments on 
a draft audit, »ould i( be appropriare for the rej;ion to 
have an opportunity to respond to those comments? 

A Yes. it would. 

Q .And once they made those comments or response, 
perhaps in defense of their position? 

A Correct. 

Q .\nd then TOP or headquarters came hack with sort 
' oftheir response to the region's response, what is 
supposed lo happen? 

.A Thai would go lo Jim Heist, who would make the 
■ Hnal call as to wheiher there's an issue there that 
needs lo be researched further. He might go back and 
tell [hem to make these changes and send us back another 
draft, on or he might say that this looks pretty close, 
make these couple of changes, and go ahead and issue the 

Q What was dinerenfi>iib respect to Region 6 as 
opposed to the other regions with respect to this process I 
that you're describing? 

A Often the reports -- let me take that back. 



would sei back to me with the staff being around 
surrounding him in order to answ er the questions, the 
specillc questions on the repon. He wa*; not as familiar 
uilh reports as maybe some of the other regional 
inspector generals were. 

Q Vou were asked some questions about obtainini:, 
and then the questions that «ere asked by Mr. Seldon it 
was TOP or headquarters that would ask for legal 
opinions. Do you recall being asked some questions abou 
' that? 

Q Let mejusi follow up nith that. 

\Mih respect to getting an opinion from legal, 
the olTlce of general counsel, what's the preferred or 
more typical way or in terms of timing when legal is 
brought in to olTer an opinion? 

A Typically the regions in the course oftheir 
audits, if there's a legal issue, uould ask that legal 
issue direcily lo the OGC sialT. GIG. OGC .,iaff. Those 
issues would be re.soKed before the drah repons were 
e\ersenitoTOP. 

Q I see. So whatever legal iss 



Mai 



of the repons \\ere problematic from the 
and making the comments on the reports and 
p come back 



NCnding them 


oJin 


required the reports 


once orlw ice 


rlhr 


ee times. There \^as 


reluctancy to n 


ake 


changes on the audit 


Q And wa 


siha 


ttrueofalltheregi 



A Region 6 was more problematic than others, but 

Q In your aflldavii on the second page, paragraph 
'- 5, iti the first sentence, you say that ihe problem, as I 
- saw it. was that ihe complainant, you're referring to 
i -Mr. Beard? 
^ A Correct. 

; Q Was not as knowledgeable of ail of the facts of 
'■> the audits, and appeared to rely primarilv on the 
opinions and positions of his audit managers. 

What caused you or forms the basis or>ou making 
■ thai statement? Describe instances, if you can, that 
! caused you to make that comment. 

A He was one of the few audit or regional manaeers 
!hat when J called lo ask specitlcs about audit?, he 



know, w helher or not 
ompliancewiih (he law 



lunded 



w helher or not an audilee « 

an audilee wus doing someih 

or whether the criteria Ihal Has used b' 

accurate, and correct me if I'm wrong, was the 

responsibility at the region to consult legal - 

A The region Has lequired to give a draft repon 
lo us ihat was iuilv Jotumented and re\ iewed. 
cross-referenced to whatever applicable criteria there 
was. and there iiere some \oids in .-^ome of these audits 

Q W hen you say that region, what - 
A Region 6. W here there were legal issues that 
weren't fully \eited. and so in some ofthese cases we 
had to take our Maff and go and deal w iih the legal 

t was the right criteria 



Q And because it «as-«hal kind of workload did 
lur sialThaxe with respect lo all these audils coming 
from all these regions? Ho<t heaNj was Ihe load? ^ 

A There was. I'm guessing, mayhe _■() audits going 
- on at any point in lime, and we might be invoked in 
^ draft repons. jlnal repons. we also - I did not 
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Pa a 



£6 



lOlher funeiion of oi 



office which [did noi 
n and direclives that 
V ihe department, so Ihai look up a big pan 
workload also. But yes. we were heavilv 
burdened. We were asked lo prov ide commenis on repons 
v^ithin se\en days, and somelimes ibai uas an easy lask, 
and sometimes ii \^as problematic. 

Q .\nd in lerms of the impact oti your -* vim and 
your staffs ability to complete its work in a timely 
fasltion. did the fact that it fell on your - you and 
your staff to get legal opinions and have the - let nte 
break it down. 

The fact \ our office or your staff had to get 
legal opinions, in terms of your ability to complete vour 
work, was that a positJ\e impact or negative impact? 

A It was a negative impact. Took additional lime 
and resources of ourstarfto deal with ihe issues, talk 
10 Ihe OGC staff, talk to the regions, in irx'ini; !o 
resoKe Ihe matter at hai:d. 

Q And with respect to Region 6, their reluctance 
to. after say the initial sort of back once and forth, 
after their initial opportuiiin to respond to vour 



F53S 

process ihal «hen e\en,thins; is' sent to headquarters, wi 
uant everything to be reviewed and (he document thai t 
Regional Inspector General for Audit in the region w ou 
put his imprimatur on ihat. 

Q The Region Inspector General for Region b is 
or was Mho? 

A V\-as Mr. Beard, 

Q And w ho was responsible for the. ultlmalely 
responsible for the professional conduct of Region 6, 
'' vis-a-\is TOP and headquarters? 

A Mr. Beard would be responsible forail of his 
: --tafTin making sure ihat they're in lull compliance uiih 
all policies and procedures. 

Q There were several questions that .Mr. Seldon 
asked you where your response was "I don't recall." : 
if memory serves me, he «as asking you about some 
specific instances - strike Ihat. Give me one monieni 
(\\ hereupon a discussion was held off 
the record). 
BVMS. MELMK: 

Q Mr. .McLeod, do you recall in response to manv 
-Mr. Seldon's questions your response was "I don't 



63 



1 comments, the fact that it continued on from there, did 

- that positively or negatively effect, jou know, the 
J management and resources of your staff? 

'■ A Ves. it did. and there « as limes - 

Q Well, was it positive or negative? 

5 A ll was negative impact on our staff. 
^ Q Why? 

- A We would needlessly argue poinis that were 

^- irrelevant, in my e.siimation. arguing tenninology v\here 
10 It really didn't have any real mailer. The audits should 
-t 1 speak for iheniseKes. there's no reason lo tlirow in 
1 ^ needless adjectives, .so having lo comment on issues in 
J- 3 terms of repon writing, we found was nol producti\ e for 
i ~- our group. 

i- Q Who is ultimately responsible for the «ork 
product that comes out of the each region? 

A The Regional Inspector General for Audit is 
rcspon.sible for evenihing that comes out of the region. 
When the TOP organization was mitiaily developed, we 
were receiving repons from regions that had not been 
fully veiled with Regional Inspector General for Audit. 
and 1 think a .memo '.\ :is sent by Jim Heist earlv tn the 



recall." Do you recall r 



A Ye 



. Ido, 



w giving that response earlier! 



Q Okay. In trying to - what did you mean with 
respect to when he asked you aboul some specific 
instances InvoMng Mr. Beard or .Mr. Beard's staff in 
Region 6? Did you mean that the instances that 
:Mr. Seldon was referring to did not happen at all or thai 
as you sir here today, that they did in fact happen, 
you're just not able to recall specifically who or Ihe 
' specific conversations? 

MR. SELDON: Objection. .A>ked andansuered. 
BYMS. MEL.NIK; 
Q \ ou can answer. 

A Okay. There were, in temis of ihe specillc 
reports and dealings thai we had with the reizions. 1 do 
recall thai Region 6 « as a large pan of our work. There 
«as many, many audit repons thai \\ ere controversial in 
nature. They're a large pan of our workload, and when 
-Mr. Seldon asked questions aboul do 1 recall insiances 
there were many, many problems, but in temis of 
specillcs. .1 would lake time and effon for me to go 
'^"'-''^ a"d l(""'l< ai ^'■hai happened two and a half, three 
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years ago. w hich I don'l have ihe recolleeiion of ai ihe 
pi-eseni ijmt;. 

Q I believe you were asked a question about 
whether or not there were instances in which vou recall 
Mr. Beard, whether or not he was lold or his staff was 
told, all right, this process is caking too long, we need 
to speed it up, we need to just kind of get to it. 

Do you recall sort of (hat line of questionino? 
Do you remember being asked about, that whether or not 
; yoj recall Mr. Heist or specific instances where that 

conversation might have occurred? Do you recall beino 
■ asked about that? 
' A Yes. 

Q Okay. Do you. you weren't necessarily privy to 
every single e-mail and everv' single conversation that 
was had between .Mr. Heist and Mr. Beard? 
A I cenainly was noi privy to all those 

Q How about e-mails? 
A E-mails, probably not. 
Q Vou were also asked toward the end of 
.Mr. Seldon's questions about nheiher or not when vou 



of, aboi e and beyond it being your largest renion. the 
impact Ihe problems ofRegion 6 had on >oursiafn 

-A Correct. Because many things that most reeions 
would not argue o\er when somebody \iolated our policy t: 
w hen we tried to maintain neutralin,' there, would be 
6 arguments about how important it wa.s lo leave adjectives 
^ in that didn't sen e an> purpose. We lold then, take 
; these things out, we'd have to argue with them about 
--* takins; cenain words out, or if we had a problem with 

I G what the cnteria was used in the audit, we would do 

I I research, we would talk to headquaaei;, otHce or our 
^- general ofJice. they would give us advice. Iwould 

- ~ typically rely on that advice. The region would often 
i ^ argue there was problems, and we were wrong, the OOC is 
1 5 wmn'i. they're right, and ihey would tight it to the end. 
i 1^ Q And you mentioned about using the wrong 
1 ' criteria, that's ihe significance of Ihai? What is 
1 ■:' criteria, how does that play a role in any audit? H hy is 
that important? 

A Criteria is iniponani if you're going lo make a 
recommendation, you have to have a cause and what the 
cause was and what was violated. If I have a contract 



irage .■ 
;view other 



drafted the affidavit Exhibit I, did 
regions' audits, and you said you did not? 

A Correct. 

Q Did you feel you needed to re\ietv other 
audits to draw the distinction or differences in problems 
with respect to Region 6 and other regions? 

A I didn't believe I needed to look back at the 
details. 1 think one was correct. Ibis affidavit was 
probably written after I v\as retired, someone asked me to 
put it together I didn't have the documents in from of 
me, butlcenainly recalled what had gone on inihe TOP 
division in the last five years, what our workload was. 
and how Region 6 impacted on our workload. 

Q When > ou say impacted, perhaps you might be 



repeating 


vourself, but you've s 


id Region 6 


sabi 


region. 








A Con 


eet. 






Q Bee 


auseof that, would th 


re be more a 


udits 


coming ou 


t of their region? 






A Con 


ect. 






Q Because of the problems v 


ith respect t 


oihat 


re";ion iha 


we'ie discussed, are 


vou referring 


10 so 



■- that says, I w ill do .\, Y, and Z. and 1 didn't pert'omi. 

- then we can make recommendations that tho.se funds be 
; reco\ered. If there is no contract, and we go bv some 

other criteria that has no relevance to the audit, such 
'■■ as in the ca.se of. I believe it was in the CV"R report. 
; there was reference lo 0MB circular that didn't applv. 
that applied only to gov emmeni contracts, not to this 
tvpe of contract. We had that argument with the re'.;ions. 
■ we asked OGC for opinion on that. They agreed the wrong 
J criteria was being used, but we continued to have to 
!- light the battle that the criiena wa.s wrong, and there 

- was nothing you could do about it. 

: Q .And M hen you say we had (o fighl the battle, who 
' ultimately are you fighting viith? 
-A. We're lighting with ourselves. 
Q Well, who's responsible, again, for Ihe product 
coming out of that region? 

A The Regional Inspector General is responsible 
' for thai product that's coming out of the reyion. When 
we have an argument or not .in argument, there's a problem 
between what they say and what we feel is the righi 
criteria, we would u.sually vet that, have discussions 
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Page 74 




tage 75 


1 


telephone discussions, review the crilena, et cetera. 


1 


aiiilitional problematic repons with the region, it might 


2 


and most Regional Inspector Generals would accept the 


:: 


delay the work on other audits, getting comments back to 




word of Jim Heist, who was llteir boss, as far as this is 


3 


the regions and other regions, yes. 


4 


the way it will uo- Bui often in Region 6 il was net the 




Q .Anvlhingconie lo mind that \ou recall? 


5 


case. Even if Jim Heist said il was wrong, it would 


5 


-A No. Spei:irics 1 don't have. 


6 


still be argued. 


6. 


Q Did your ofnce - w hen did il beconif TOP? 




(Whereupon a discussion was held off 


7 


2002. someihins like that? 


3 


the record). 


i 


-A I'm not sure ofthe specific date. Before it 


9 


BY MS. MELN'IK: 


5 


e\en became TOP. we were doing that type of review work 


10 


Q If I could ask, .Mr. .McLeod. that's your dale of 


10 


w ilh the regions before it was officially designated ai 


\l 


birth? 


U 


TOP. 


-2 


.■\ I0-15-4R. 


li 


Q Would it be fair to say for the lasl few years. 


■3 


MS. MELNIK: Thai's all I have. 


13 


however it was designated. Mr. Beard was always the head 


IJ 


EX.^M[N.ATION BY COUNSEL FOR PLAINTIFF 


IJ 


of Region 6 involved in this process? 




BY MR. SELDOM: 


15 


.A Correct. 


lb 


Q Mr. McLeod. these alleged arguments with 


16 


Q Did he or his siaff become more or less 


1" 


.Mr. Beard's region, were ihey causing you or your office 1 1 


argumentative over the time? 


lo 


10 neglect work for other work for other regions? 




,A There were limes when he got very argumeniative. 


15 


.\ It would ha\e required us to spend less time 


1? 


and if we set a policy through our policy, and thev would 


20 


looking at other reports, less re\ iew time. In terms of 


20 


provide comments that our statf, ihat my staff was not 




neglecting audits, we would ha\e a turn around time where 


:i 


properly trained, they should hav e done some audit »,ork 


^" 


we tried to rei iew the repons in five davs. If there's 




in the r'ieid They find the policies h^jng l>sued a= 




insulting. 


^ 


:;=i 77 
\v3i\ed signature). 




Q .My e.xaci question is. did they get more 


2 


-oOo- 




a^gumenIati^e o>er time? 


3 






.A. I would say yes. 






5 


Q Did the workload in TOP change, lei's say o^e^ 


5 




^ 


the last few years you were there? 


6 




^ 


.A. In terms of audit report k\ iews, no. 






^ 


Q -\ny other work change in the - workload change 


g 




? 


in the last few years? 


9 






A Not to my knowledge. 


10 




11 


Q .And now I take il you left in January of '05? 


11 




i: 


.A Junuary of 05. ves. 


12 






Q .And Mr. Beard was reassigned in January of '05? 


13 






,\ Yes. 


14 




IS 


Q I lake it. jusi lo wrap this up, for that reason 








>ou ^touldn't have any personal knowledge of how the 


16 




17 


workload chan-^ed in terms of TCP's workload vis-a-vis 


17 




I- 


Region 6? 


la 






,A No, 


19 




:c 


MR. SELDONi Okay. 


20 




>i 


(Whereupon the deposition concluded at 


21 




^- 


11:51 a.m.. the witness having not 


22 
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